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CONFIDENTIAL VIENTIANE 3899 

KUALA LUMPUR FOR ASSISTANT SECRETARY HABIB 

E.O. 11652: GDS 

TAGS: PFOR, PINT, EAID, US, LA 
SUB J : HABIB VISIT: SCOPE PAPER 

REF: A) VIENTIANE 3876; B) VIENTIANE 3826; C) STATE 123202 

1. REF A, PARA 9 DID NOT COVER ONE PARTICULAR ASPECT 
OF U.S. ECONOMIC ASSISTANCE, I.E., OUR PARTICIPATION IN 
AND CONTRIBUTIONS TO FEOF IN CY 75. FOLLOWING ARE RELE- 
VANT ISSUES AND PROPOSED POSITIONS: 

A. FEOF AGREEMENTS FOR CY 75 HAVE NOT YET BEEN SIGNED 
AND U.S., AS IN PRIOR YEARS, HAS SO FAR MADE AN INTERIM 
CONTRIBUTION OF $5.0 MILLION. IN A LETTER TO FOREIGN 
MINISTER ON APRIL 30 WE INDICATED THAT WE INTENDED TO 
CONTRIBUTE SAME AMOUNT AS IN PRIOR YEARS. I.E., $16.1 
MILLION. 
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B. SEC. STATE MIN. FIN., THROUGH HIS REPRESENTATIVE HAS 
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ASKED DONORS TO SIGN THE AGREEMENTS AS SOON AS POSSIBLE. 

THIS REQUEST WAS MADE BOTH AT THE LAST DONOR ADVISORY 
BOARD MEETING, MAY 23. AND IN A VISIT TO FRENCH CHAIRMAN 
OF THE MONTH ON MAY 30. DURING VISIT TO DIRECTOR OF 
ECONOMIC COOPERATION ON MAY 29 (REF B), CHARGE WAS ALSO 
ASKED ABOUT CONTINUED U.S. WILLINGNESS TO CONTRIBUTE TO 
FEOF. 

C. SINCE OUR FEOF CONTRIBUTION IN THE PAST HAS BEEN MADE 
IN IMPLEMENTATION OF THE 1951 ECONOMIC COOPERATION 
AGREEMENT AND SINCE PGNU HAS REQUESTED ABROGATION OF 
THIS AGREEMENT, BALANCE OF OUR CONTRIBUTION TO FEOF FOR 

CY 75 WILL DEPEND UPON THE OUTCOME OF THESE NEGOTIATIONS. WE 
WOULD THEREFORE PREFER NOT TO SIGN THE FEOF AGREEMENTS 
UNTIL THESE NEGOTIATIONS ARE CONCLUDED. 

D. OTHER DONORS HAVE STATED THAT THEY ARE NOT LEGALLY IN 
A POSITION TO MAKE A CONTRIBUTION TO FEOF UNTIL THE AGREE- 
MENTS HAVE BEEN SIGNED. THIS HAS BEEN TRUE IN PAST YEARS 
ALSO. THEY HAVE FURTHER STATED THAT THEY WOULD HAVE TO 
RECONSIDER THEIR PARTICIPATION IN FEOF IF THE U.S. CONTRI 
BUTION WERE SUBSTANTIALLY REDUCED. WE CAN OBVIOUSLY GIVE 
THEM NO ASSURANCE ON THE SECOND POINT BUT WE WANT TO EN- 
ABLE THEM TO MAKE AN INITIAL CONTRIBUTION, AS THE U.S. HAS 
ALREADY DONE. 

E. WE THEREFORE PROPOSE THAT, IF THE OTHER DONORS AND THE 
PGNU SO DESIRE, WE WILL SIGN THE AGREEMENTS WITH THE 
PROVISION THAT THE U.S. CONTRIBUTION WILL NOT BE DETER- 
MINED UNTIL AFTER A NEW ECONOMIC COOPERATION AGREEMENT HAS 
BERN AGREED UPON. WE WANT TO ENABLE OTHER DONORS TO MAKE 
THEIR CONTRIBUTION AND WANT TO AVOID BEING BLAMED FOR 
WRECKING FEOF AND POSSIBLY CAUSING THE COLLAPSE OF THE LAO 
ECONOMY, SUCH AS IT IS. 

2. COMMENT: IT IS UNCERTAIN WHETHER OTHER DONORS WILL GO 
ALONG WITH THIS POSITION. IT IS EVIDENT, HOW- 
EVER, THAT THE SIGNING OF THE FEOF AGREEMENT AND OUR 
POSSIBLE FURTHER CONTRIBUTION OF $3.0 MILLION IS BECOMING 
A KEY ISSUE IN OUR RELATIONS WITH THE PGNU. THE POSITION 
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WE PROPOSE WILL MEAN GREATLY INCREASED PRESSURE TO PROCEED 
WITH A RENEGOTIATION OF AN AID AGREEMENT. WE NEVERTHELESS 
BELIEVE WE SHOULD STICK TO OUR COURSE: (1) COMPLETE TERMI- 
NATION OF USAID ASAP; (2) COMPLETE WITHDRAWAL OF ALL USAID 
EMPLOYEES; (3) COMPLETE TURNOVER OF ALL EQUIPMENT, ETC., 

UNDER PROJECT AGREEMENTS; (4) PAUSE TO SEE WHETHER PGNU AND WE 
JUDGE CLIMATE OF RELATIONS PROPITIOUS; AND THAT (5) IF IT 
IS SO, PROCEED WITH NEGOTIATIONS AT A MEASURED PACE. WE 
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SHOULDNOT APPEAR TO THREATEN, BUT WE SHOULD BE FIRM. 

CHAPMAN 
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